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loans by emphasizing the advantages of
setting aside sufficient income to meet
tax obligations when they become due.
Taxes will be adequately budgeted for
those borrowers with whom Form
FmHA or its successor agency under
Public Law 103-354 431-2, “Farm and
Home Plan,” is developed. Each bor-
rower will be encouraged to notify the
County Supervisor when he has paid
his taxes. After the delinquent date, it
will be necessary for the County Super-
visor to determine the borrowers whose
taxes are delinquent. Forms FmHA or
its successor agency under Public Law
103-354 1905-1, ‘“*‘Management System
Card-Individual,”” FmHA or its succes-
sor agency under Public Law 103-354
1905-5, ‘““Management System Card- In-
dividual (Rural Housing Only),” and
FmHA or its successor agency under
Public Law 103-354 1905-10, ‘‘Manage-
ment System Card-Association,” will
be used in posting servicing action on
delinquent taxes.

§1925.4 Servicing delinquent taxes.

(a) The County Supervisor will con-
tact each borrower with a delinquent
tax and make every practical effort to
have him pay the tax with his own
funds. He will use the Management
System Card for follow-up of delin-
quent taxes. If the delinquent tax is
not paid and the borrower comes to the
office with proceeds for application on
the FmHA or its successor agency
under Public Law 103-354 account se-
cured by the real estate, the County
Office personnel will endeavor to get
the borrower to use the proceeds to pay
the delinquent tax. If the amount of
the delinquent tax is less than the
amount of the proposed payment, the
difference will be applied on the FmHA
or its successor agency under Public
Law 103-354 account in accordance with
the policy outlined in FmHA or its suc-
cessor agency under Public Law 103-354
Instructions 1951-A and 1951-G.

(b) Prior (usually about 90 days) to
the time it is legally possible for ac-
tion to be taken that will cause the
borrower to lose title or right of pos-
sessions of the security property or the
use of essential water, the County Su-
pervisor will contact the borrower and
definitely determine if he will pay the
delinquent tax immediately. If the bor-

§1925.4

rower is unable or unwilling to pay the
delinquent tax with his own funds after
every appropriate effort has been made
to have him do so, the County Super-
visor will refer to FmHA or its succes-
sor agency under Public Law 103-354 In-
struction 2024-A and utilize the Type 60
Purchase Order System to pay the
amount of the delinquent taxes plus
the amount of any accrued penalty to
bring taxes current.

(1) In an exceptional case where rea-
sons for delinquent taxes have been re-
moved and planned income during the
next year covers payment of current
obligations plus delinquent taxes not
vouchered, only the delinquent taxes
will be paid that could cause the bor-
rower to lose title or right of posses-
sion of security property.

(2) If the Government is holding a
mortgage other than a first mortgage
on the property, do not initiate pay-
ment request until the County Super-
visor has determined that (i) the prior
lien holder will not pay the delinquent
tax, (ii) the Government’s security will
be jeopardized if the delinquent tax is
not paid, and (iii) the value of the secu-
rity is sufficient to justify the advance.

§§1925.5—1925.50 [Reserved]

PART 1927—TITLE CLEARANCE AND
LOAN CLOSING

Subpart A [Reserved]

Subpart B—Real Estate Title Clearance and
Loan Closing

Sec.

1927.51 General.

1927.52 Definitions.

1927.53 Costs of title clearance and closing
of transactions.

1927.54 Requirements for closing agents.

1927.55 Title clearance services.

1927.56 Scheduling loan closing.

1927.57 Preparation of closing documents.

1927.58 Closing the transaction.

1927.59 Subsequent loans and transfers with
assumptions.

1927.60-1927.99 [Reserved]

1927.100 OMB control number.

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 42
U.S.C. 1480.

SOURCE: 61 FR 11711, Mar. 22, 1996, unless
otherwise noted.
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1927.51
Subpart A [Reserved]

Subpart B—Real Estate Title
Clearance and Loan Closing

1927.51 General.

(a) Types of loans covered by this sub-
part. This subpart sets forth the au-
thorities, policies, and procedures for
real estate title clearance and closing
of loans, assumptions, voluntary con-
veyances and credit sales in connection
with the following types of Rural Hous-
ing Service (RHS) and Farm Service
Agency (FSA) loans: Farm Ownership
(FO), Nonfarm Enterprise (FO-NFE),
Emergency (EM), Operating (OL),
Rural Housing (RH), Farm Labor Hous-
ing (LH), Rural Rental Housing (RRH),
Rural Cooperative Housing (RCH), Soil
and Water (SW), Indian Land acquisi-
tion loans involving nontrust property,
and NonProgram (NP) loans. This sub-
part does not apply to guaranteed
loans.

(b) Programs not covered by this sub-
part. Title clearance and closing for all
other types of agency loans and as-
sumptions will be handled as provided
in the applicable program instructions
or as provided in special authorizations
from the National Office.

(c) [Reserved]

(d) Copies of all agency forms ref-
erenced in this regulation and the
agency'’s internal administrative proce-
dures for title clearance and loan clos-
ing are available upon request from the
agency’s State Office. Forms and title
clearance and loan closing require-
ments which are specific for any indi-
vidual state must be obtained from the
agency State Office for that state.

1927.52 Definitions.

Agency. The Rural Housing Service
(RHS) and Farm Service Agency (FSA)
or their successor agencies.

Approval official. The agency em-
ployee who has been delegated the au-
thority to approve, close, and service
the particular kind of loan, will ap-
prove an attorney or title company as
closing agent for the loans. If a loan
must be approved at a higher level, the
initiating office may approve the clos-
ing agent.
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Approved attorney. A duly licensed at-
torney, approved by the agency, who
provides title opinions directly to the
agency and the borrower or upon whose
certification of title an approved title
insurance company issues a policy of
title insurance. Approved attorneys
also close loans, assumptions, credit
sales, and voluntary conveyances and
disburse funds in connection with agen-
cy loans. Approved attorney is further
defined in §1927.54(c).

Approved title insurance company. A
title insurance company, approved by
the agency, (including its local rep-
resentatives, employees, agents, and
attorneys) that issues a policy of title
insurance. Depending on the local prac-
tice, an approved title insurance com-
pany may also close loans, assump-
tions, credit sales, and voluntary con-
veyances and disburse funds in connec-
tion with agency loans. If the approved
title insurance company does not close
the loan itself, the loan closing func-
tions may be performed by approved
attorneys or closing agents authorized
by the approved title insurance com-
pany.

Borrower. The party indebted to the
agency after the loan, assumption, or
credit sale is closed.

Certificate of title. A certified state-
ment as to land ownership, based upon
examination of record title.

Closed loan. A loan is considered to be
closed when the mortgage is filed for
record and the appropriate lien has
been obtained.

Closing agent. The approved attorney
or title company selected by the appli-
cant and approved by the agency to
provide closing services for the pro-
posed loan. Unless a title insurance
company also provides loan closing
services, the term ‘‘title company”
does not include ‘‘title insurance com-
pany.”

Closing protection letter. An agreement
issued by an approved title insurance
company which is an American Land
Title Association (ALTA) form closing
protection letter or which is otherwise
acceptable to the agency and which
protects the agency against damage,
loss, fraud, theft, or injury as a result
of negligence by the issuing agent, ap-
proved attorney, or title company
when title clearance is done by means
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of a policy of title insurance. Depend-
ing on the area, closing protection let-
ters may also be known as ‘“‘Insured
Closing Letters,” ‘“‘Indemnification
Agreements,”” “Insured Closing Service
Agreements,” or ‘‘Statements of Set-
tlement Service Responsibilities.”

Cosigner. A party who joins in the
execution of a promissory note or as-
sumption agreement to guarantee re-
payment of the debt.

Credit sale. A sale in which the agen-
cy provides credit to the purchasers of
agency inventory property. Title clear-
ance and closing of a credit sale are the
same as for an initial loan except the

property is conveyed by quitclaim
deed.

Deed of trust. See trust deed.
Exceptions. Exceptions include, but

are not limited to, recorded covenants;
conditions; restrictions; reservations;
liens; encumbrances; easements; taxes
and assessments; rights-of-way; leases;
mineral, oil, gas, and geothermal
rights (with or without the right of
surface entry); timber and water
rights; judgments; pending court pro-
ceedings in Federal and State courts
(including bankruptcy); probate pro-
ceedings; and agreements which limit
or affect the title to the property.

Fee simple. An estate in land of which
the owner has unqualified ownership
and power of disposition.

FSA. The Farm Service Agency, an
agency of the United States Depart-
ment of Agriculture ( and any succes-
sor agency). FSA is the successor agen-
cy for farm program loans of the
former Farmers Home Administration.

General warranty deed. A deed con-
taining express covenants by the grant-
or or seller as to good title and right to
possession.

Indemnification agreement. An agree-
ment that protects the agency against
damage, loss, fraud, theft, or injury as
a result of useful conduct or negligence
on behalf of the issuing agent, ap-
proved attorney, or title company.
This agreement may also be entitled
closing protection letter, insured clos-

ing letter, insured closing service
agreement, statement of settlement
service responsibilities, or letters

which provide similar protection.
Issuing agent. An individual or entity
who is authorized to issue title insur-
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ance for an approved title insurance
company.

Land purchase contract (contract for
deed). An agreement between the buyer
and seller of land in which the buyer
has the right to possession and use of
the land over a period of time (usually
in excess of 1 year) and makes periodic
payments of a portion of the purchase
price to the seller. The seller retains
legal title to the property until the
final payment is made, at which time
the buyer will receive a deed to the
land vesting fee title in the buyer.

Mortgage. Real estate security instru-
ment which pledges land as security for
the performance of an obligation such
as repayment of a loan. For the pur-
pose of this regulation the term ‘““mort-
gage” includes deed of trust and deed
to secure debt. A real estate mortgage
or deed of trust form for the state in
which the land to be taken as security
is available in any agency office, and
will be used to secure a mortgage to
the agency.

National Office. The National Head-
quarters Office of FSA or RHS depend-
ing on the loan program involved.

OGC. The Office of the General Coun-
sel, United States Department of Agri-
culture.

Program regulations. The agency regu-
lations for the particular loan program
involved (e.g., subpart A of part 1944 of
this chapter for single family housing
(SFH) loans).

Quitclaim deed. A transfer of the sell-
er’s interest in the title, without war-
ranties or covenants. This type of deed
is used by the agency to convey title to
purchasers of inventory property.

RHS. The Rural Housing Service, an
agency of the United States Depart-
ment of Agriculture, or its successor
agency. RHS is the successor agency to
the Rural Housing and Community De-
velopment Service (RHCDS) which was,
in turn, the successor agency to the
Farmers Home Administration.

Seller. Individual or other entity
which convey ownership in real prop-
erty to an applicant for an agency loan
or to the agency itself.

Special warranty deed. A deed contain-
ing a covenant whereby the grantor
agrees to protect the grantee against
any claims arising during the grantor’s
period of ownership.
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State Office. For FSA this term refers
to the FSA State Office. For RHS this
term refers to the Rural Economic and
Community Development State Direc-
tor.

Title clearance. Examination of a title
and its exceptions to assure the agency
that the loan is legally secured and has
the required priority.

Title company. A company that may
abstract title, act as an issuing agent
of title insurance for a title insurance
company, act as a loan closing agent,
and perform other duties associated
with real estate title clearance and
loan closing.

Title defects. Any exception or legal
claim of ownership (through deed, lien,
judgment, or other recorded docu-
ment), on behalf of a third party, which
would prevent the seller from convey-
ing a marketable title to the entire
property.

Trust deed. A three party security in-
strument conveying title to land as se-
curity for the performance of an obli-
gation, such as the repayment of a
loan. For the purpose of this regulation
a trust deed is covered by the term
‘““mortgage.” A trust deed is the same
as a deed of trust.

Voluntary conveyance. A method of
liquidation by which title to agency se-
curity is transferred by a borrower to
the agency by deed in lieu of fore-
closure.

Warranty deed. A deed in which the
grantor warrants that he or she has the
right to convey the property, the title
is free from encumbrances, and the
grantor shall take further action nec-
essary to perfect or defend the title.

§1927.53 Costs of title clearance and
closing of transactions.

The borrower or the seller, or both,
in compliance with the terms of the
sales contract or option will be respon-
sible for payment of all costs of title
clearance and closing of the trans-
action and will arrange for payment
before the transaction is closed. These
costs will include any costs of ab-
stracts of title, land surveys, attor-
ney’s fees, owner’s and lender’s policies
of title insurance, obtaining curative
material, notary fees, documentary
stamps, recording costs, tax monitor-
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ing service, and other expenses nec-
essary to complete the transaction.

§1927.54 Requirements for
agents.

(a) Form of title certification. State Of-
fices are directed to require title insur-
ance for all loan closings unless the
agency determines that the use of title
insurance is not available or is eco-
nomically not feasible for the type of
loan involved or the area of the state
where the loan will be closed. If title
insurance is used, State Offices are au-
thorized to require a closing protection
letter issued by an approved title in-
surance company to cover the closing
agent, if available. A closing protec-
tion letter need not be furnished when
the closing is conducted by the title in-
surance company.

(b) Approval of closing agent. An attor-
ney or title company may act as a clos-
ing agent and close agency real estate
loans, provide necessary title clear-
ance, and perform such other duties as
required in this subpart. A closing
agent will be responsible for closing
agency loans and disbursing both agen-
cy loan funds and funds provided by the
borrower in connection with the agen-
cy loan so as to obtain title and secu-
rity position as required by the agency.
The closing agent must be covered by a
fidelity bond which will protect the
agency unless a closing protection let-
ter is provided to the agency. The bor-
rower will select the approved closing
agent. If title clearance is by an attor-
ney’s opinion, the agency will approve
the attorney who will perform the clos-
ing in accordance with paragraph (c) of
this section. The attorney will be ap-
proved after submitting a certification
acceptable to the agency. If title cer-
tification is by means of a policy of
title insurance, the title company
which will issue the policy must have
been approved in accordance with para-
graph (d) of this section. A closing
agent’s delay in providing services
without justification in connection
with agency loans may be a basis for
not approving the closing agent in fu-
ture cases.

(c) Approval of attorneys. Any attor-
ney selected by an applicant, who will
be providing title clearance where the
certificate of title will be an attorney’s

closing
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opinion, must submit an agency form
certifying to professional liability in-
surance coverage. If the attorney is
also the closing agent, fidelity cov-
erage for the attorney and any em-
ployee having access to the funds must
be provided. The agency will determine
the appropriate level of such insurance.
Required insurance will, as a mini-
mum, cover the amount of the loan to
be closed. The agency will approve the
form stipulating the bond coverage.
The agency will approve any attorney
who is duly licensed to practice law in
the state where the real estate security
is located and who complies with the
bonding and insurance requirements in
this section. If the certification of title
will be by means of title insurance, any
attorney or closing agent designated as
an approved attorney or closing agent
by the approved title insurance com-
pany which will issue the policy of title
insurance will be acceptable, and when
covered by a closing protection letter,
will not be required to obtain profes-
sional liability insurance or a fidelity
bond. Each approved title insurance
company may provide a master list of
their approved attorneys that are cov-
ered by its closing protection letters to
the State Office and, in such cases the
attorneys are approved for closings for
that title insurance company. Delay in
providing closing services without jus-
tification may be a basis for not ap-
proving the attorney in future cases.
(d) Approval of title companies. A title
company acting as a closing agent, or
as an issuing agent for a title insur-
ance company, must be covered by a
title insurance company closing pro-
tection letter or submit an agency
form certifying to fidelity coverage to
cover all employees having access to
the loan funds. The agency will deter-
mine the appropriate level of such cov-
erage and will approve the form stipu-
lating the bond coverage. Delay in pro-
viding closing services without jus-
tification may be a basis for not ap-
proving the company in future cases.
Each approved title insurance company
may provide a master list of their ap-
proved title companies that are cov-
ered by its closing protection letter to
the State Office and, in such cases the
title companies on the list are ap-
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proved for closings for that title insur-
ance company.

(e) Approval of title insurance compa-
nies. The agency will approve any title
insurance company which issues poli-
cies of title insurance in the State
where the security property is located
if:

(1) The form of the owner’s and lend-
er’s policies of title insurance (includ-
ing required endorsements) to be used
in closing agency loans are acceptable
to the agency, and will contain only
standard types of exceptions and exclu-
sions approved in advance by the agen-
cy;

(2) The title insurance company is li-
censed to do business in the state (if a
license is required); and

(3) The title insurance company is
regulated by a State Insurance Com-
mission, or similar regulator, or if not,
the title insurance company submits
copies of audited financial statements,
or other approved financial statements
satisfactory to the agency, which show
that the company has the financial
ability to cover losses arising out of its
activities as a title insurance company
and under any closing protection let-
ters issued by the title insurance com-
pany.

(4) Delay in providing services with-
out justification may be a basis for not
approving the company.

(f) [Reserved]

(g) Conflict of interest. A closing agent
who has, or whose spouse, children, or
business associates have, a financial in-
terest in the real estate which will se-
cure the agency debt shall not be in-
volved in the title clearance or loan
closing process. Financial interest in-
cludes having either an equity, credi-
tor, or debtor interest in any corpora-
tion, trust, or partnership with a finan-
cial interest in the real estate which
will secure the agency debt.

(h) Debarment or suspension. No attor-
ney, title company, title insurance
company, or closing agent, currently
debarred or suspended from participat-
ing in Federal programs, may partici-
pate in any aspect of the agency loan
closing and title clearance process.

(i) Special provisions. Closing agents
are responsible for having current
knowledge of the requirements of State
law in connection with loan closing
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and title clearance and should advise
the agency of any changes in State law
which necessitate changes in the agen-
cy’s State mortgage forms and State
Supplements.

(J) [Reserved]

§1927.55 Title clearance services.

(a) Responsibilities of closing agents.
Services to be provided to the agency
and the borrower by a closing agent in
connection with the transaction vary
depending on whether a title insurance
policy or title opinion is being fur-
nished. The closing agent is expected
to perform these services without un-
necessary delay.

(b) [Reserved]

(c) Ordering title services. Application
for title examination or insurance will
be made by the borrower to a title
company or attorney. The lender’s pol-
icy will be for at least the amount of
the loan. The United States of America
will be named as the insured lender.

(d) Use of title opinion. If a title opin-
ion will be issued, a title examination
will include searches of all relevant
land title and other records, so as to
express an opinion as to the title of the
property and the steps necessary to ob-
tain the appropriate title and security
position to issue a title opinion as re-
quired by this subpart. The closing
agent or approved attorney will deter-
mine:

(1) The legal description and all own-
ers of the real property;

(2) Whether there are any exceptions
affecting the property and advise the
approval official and borrower of the
nature and effect of outstanding inter-
ests or exceptions, prior sales of part of
the property, judgments, or interests
to assist in determining which excep-
tions must be corrected in order for the
borrowers to obtain good and market-
able title of record in accordance with
prevailing title examination standards,
and for the agency to obtain a valid
lien of the required priority;

(3) Whether there are outstanding
Federal, State, or local tax claims (in-
cluding taxes which under State law
may become a lien superior to a pre-
viously attaching mortgage lien) or
homeowner’s association assessment
liens;
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(4) Whether outstanding judgments of
record, bankruptcy, insolvency, di-
vorce, or probate proceedings involving
any part of the property, whether al-
ready owned by the borrower, or to be
acquired by assumption or with loan
funds, or involving the borrower or the
seller exist;

(5) If a water right is to be included
in the security for the loan, and if so,
the full legal description of the water
right;

(6) In addition to paragraph(d)(2) of
this section, if wetlands easements or
other conservation easements have
been placed on the property;

(7) What measures are required for
preparing, obtaining, or approving cu-
rative material, conveyances, and secu-
rity instruments, and

(8) That sufficient copies of these in-
terests and exceptions are provided as
requested by the approval official.

(e) Use of title insurance. When title
insurance is to be obtained, the ap-
proval official will be furnished with a
title insurance binder disclosing any
defects in, exceptions to, and encum-
brances against, the title, the condi-
tions to be met to make the title insur-
able and in the condition required by
the agency, and the curative or other
actions to be taken before closing of
the transaction. The binder must in-
clude a commitment to issue a lender
policy in an amount at least equal the
amount of the loan, except in instances
where there may be an outstanding
owner’s policy in favor of the borrower.
Not withstanding the provisions of this
section, the instance of an assumption
without a subsequent loan, the existing
policy may be continued if the cov-
erage meets or exceeds the assumption
balance and the title company agrees
in writing to extend coverage in full
force and effect.

(f) [Reserved]

§1927.56 Scheduling loan closing.

The agency, in coordination with the
closing agent, will arrange a loan clos-
ing and send loan closing instructions,
on an agency form to the closing agent
when the agency determines that the
exceptions shown on the preliminary
title opinion or title insurance binder
will not adversely affect the suit-
ability, security value, or successful
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operation of the property and all other
agency conditions to closing have been
satisfied.

§1927.57 Preparation of closing docu-
ments.

(a) Preparation of deeds. The closing
agent, unless prohibited by law, will
prepare, complete, or approve docu-
ments, including deeds, necessary for
title clearance and closing of the trans-
action and provide the agency with the
policy of title insurance or title opin-
ion providing the lien priority required
by the agency and subject only to ex-
ceptions approved by the agency. Agen-
cy forms will be used when required by
this part.

(1) [Reserved]

(2) [Reserved]

(b) Preparation of mortgages. The clos-
ing agent will insure that all mort-
gages are properly prepared, com-
pleted, executed, and filed for record.
Where applicable, the mortgages
should recite that it is a purchase
money mortgage. The following re-
quirements will be observed in prepar-
ing agency morgages:

(1)-(8) [Reserved]

(9) Alteration of mortgage form. An
agency mortgage form may be altered
pursuant to a State Supplement having
prior approval of the National Office,
or in a special case, to comply with the
terms of loan approval prescribed in
accordance with program instructions.
No other alterations in the printed
mortgage forms will be made without
prior approval of the National Office.
Any changes made by deletion, substi-
tution, or addition (excluding filling in
blanks) will be initialed in the margin
by all persons signing the mortgage.

(10) [Reserved]

(11) Mortgages on leasehold estates.
When the agency security interest is a
leasehold estate, unless State law or
State Supplement otherwise provides,
the real estate mortgage or deed of
trust form, available in any agency of-
fice, will be modified as follows:

(i) In the space provided on the mort-
gage for the description of the real
property security, the leasehold estate
and the land covered by the lease must
be described. The following language
must be used unless modified by a
State Supplement:
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All of borrower’s right, title, and interest
in and to a leasehold estate for an original
term of ____ years, commencing on , 19
___, created and established by and between

as lessor and owner and ____ as lessee,
including any extensions and renewals there-
of, a copy of which lease was recorded or
filed in book ____, page , as instrument
number ____, in the Office of the (e.g., Coun-
ty Clerk), for the aforesaid county and State
and covering the following real property:

(ii) Immediately preceding the cov-
enant starting with the words ‘‘should
default,” the following covenant will
be added:

( ) Borrower covenants and agrees to pay
when due all rents and any and all other
charges required by said lease, to comply
with all other requirements of said lease, and
not to surrender or relinquish, without the
Government’s prior written consent, any of
borrower’s right, title, or interest in or to
said leasehold estate or under said lease
while this mortgage remains of record.

(12) Mortgages on land purchase con-
tract. When the agency security inter-
est is on a borrower’s interest in a land
purchase contract, OGC will provide
language used to modify agency forms.

(13) [Reserved]

(c) [Reserved]

(d) Preparation of protective instru-
ments. The closing agent will properly
prepare, complete, and approve re-
leases and curative documents nec-
essary for title clearance and closing,
in recordable form and record them if
required.

(1) Prior lienholder’s agreement. If any
liens (other than agency liens or tax
liens to local governmental authori-
ties) or security agreements (hereafter
called “liens’’), with priority over the
agency mortgage will remain against
the real property securing the loan, the
lienholders must execute, in recordable
form, agreements containing all of the
following provisions unless prior ap-
proval for different provisions has been
obtained from the National Office:

(i) The prior lienholder shall agree
not to declare the lien in default or ac-
celerate the indebtedness secured by
the prior lien for a specific period of
time after notice to the agency. The
agreement must:

(A) Provide that the specified period
of time will not commence until the
lienholder gives written notice of the
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borrower’s default and the prior
lienholder’s intention to accelerate the
indebtedness to the agency office serv-
icing the loan,

(B) Include the address of the agency
servicing office,

(C) Give the agency the option to
cure any monetary default by paying
the amount of the borrower’s delin-
quent payments to the prior lienholder,
or pay the obligation in full and have
the lien assigned to the agency, and

(D) Provide that the prior lienholder
will not declare the lien in default for
any nonmonetary reason if the agency
commences liquidation proceedings
against the property and thereafter ac-
quires the property.

(ii) When the prior lien secures future
advances, including the lienholder’s
costs for borrower liquidation or bank-
ruptcy, which under State law have
priority over the mortgage being taken
(or an agency mortgage already held),
the prior lienholder shall agree not to
make advances for purposes other than
taxes, insurance or payments on other
prior liens without written consent of
the agency.

(iii) The prior lienholder shall con-
sent to the agency making (or transfer-
ring) the loan and taking (or retaining)
the related mortgage if the prior lien
instrument prohibits a loan or mort-
gage (or transfer) without the prior
lienholder’s consent.

(iv) The prior lienholder shall con-
sent to the agency transferring the
property subject to the prior lien after
the agency has obtained title to the
property either by foreclosure or vol-
untary conveyance if the prior lien in-
strument prohibits such transfer with-
out the prior lienholder’s consent.

(2) [Reserved]

(3) [Reserved]

(4) Agreement by holder of seller’s inter-
est under land purchase contract. If the
buyer’s interest in the security prop-
erty is that of a buyer under a land
purchase contract, it will be necessary
for the seller to execute, in recordable
form, an agreement containing all of
the following provisions:

(i) The seller shall agree not to sell
or voluntarily transfer the seller’s in-
terest under the land purchase con-
tract without the prior written consent
of the State Office.
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(ii) The seller shall agree not to en-
cumber or cause any liens to be levied
against the property.

(iii) The seller shall agree not to
commence or take any action to accel-
erate, forfeit, or foreclose the buyer’s
interest in the security property until
a specified period of time after notify-
ing the State Office of intent to do so.
This period of time will be 90 days un-
less a State Supplement provides oth-
erwise. The agreement shall give the
agency the option to cure any mone-
tary default by paying the amount of
the buyer’s delinquent payments to the
seller, or paying the seller in full and
having the contract assigned to the
agency.

(iv) The seller shall consent to the
agency making the loan and taking a
security interest in the borrower’s in-
terest under the land purchase con-
tract as security for the agency loan.

(v) The seller shall agree not to take
any actions to foreclose or forfeit the
interest of the buyer under the land
purchase contract because the agency
has acquired the buyer’s interest under
the land purchase contract by fore-
closure or voluntary conveyance, or be-
cause the agency has subsequently sold
or assigned the buyer’s interest to a
third party who will assume the buy-
er’'s obligations under the land pur-
chase contract.

(vi) When the agency acquires a buy-
er’s interest under a land purchase con-
tract by foreclosure or deed in lieu of
foreclosure, the agency will not be
deemed to have assumed any of the
buyer’s obligations under the contract,
provided that the failure of the agency
to perform any such obligations while
it holds the buyer’s interest is a ground
to commence an action to terminate
the land purchase contract.

(5) [Reserved]

(6) [Reserved]

(e) [Reserved]

1927.58 Closing the transaction.

The closing agent will cooperate with
the approval official, borrower, seller,
and other necessary parties to arrange
the time and place of closing. The
transaction may be closed when the
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agency determines that the agency re-
quirements for the loan have been sat-
isfied and the closing agent or ap-
proved attorney can issue or cause to
be issued a policy of title insurance or
final title opinion as of the date of
closing showing title vested as required
by the agency, the lien of the agency’s
mortgage in the priority required by
the agency, and title to the mortgaged
property subject only to those excep-
tions approved in writing by the agen-
cy. The loan will be considered closed
when the mortgage is filed for record
and the required lien is obtained.

(a) Disbursement of loan funds. When
the closing agent indicates that the
conditions necessary to close the loan
have been met, loan funds will be for-
warded to the closing agent. Loan
funds will not be disbursed prior to fil-
ing of the mortgage for record; how-
ever, when necessary, loan funds may
be placed in escrow before the mort-
gage is filed for record and disbursed
after it is filed. No development funds
will be kept in escrow by the closing
agent after loan closing, unless ap-
proved by the agency. Loan funds for
the payment of a lien may be disbursed
only upon the recording of a discharge,
satisfaction, or release of prior lien in-
terests (or assignment where necessary
to protect the interests of the agency).

(b) Title examination and liens or
claims against borrowers. If there are ex-
ceptions or recorded items which have
arisen since the preliminary title opin-
ion, the transaction will not be closed
until these entries have been cleared of
record or approved by the agency. The
closing agent will advise the approval
official of the nature of such interven-
ing instruments and the effect they
may have on obtaining a valid mort-
gage of the priority required or the
title insurance policy to be issued.

(c) Taxes and assessments. The closing
agent will determine if all taxes and
assessments against the property
which are due and payable are paid at
or before the time of loan closing. If
the seller and the borrower have agreed
to prorate any taxes or assessments
which are not yet due and payable for
the year in which the closing of the
transaction takes place, the seller’s
proportionate share of the taxes and
assessments will be deducted from the
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proceeds to be paid to seller at closing
and will be added to the amount re-
quired to be paid by borrower at clos-
ing. Appropriate prorations as agreed
upon between the borrower and seller
may also be made for taxes paid by the
seller which are applicable to a period
after the closing date, and for common
area maintenance fees, prepaid rentals,
insurance (unless the borrower is to ob-
tain a new policy of insurance), and
growing crops.

(d) Affidavit regarding work of improve-
ment.

(1) Execution by borrower. If required
by State Supplement, the closing agent
will require that an affidavit regarding
work of improvement, provided by the
agency, be completed and executed
when a loan is being made to a bor-
rower who already owns the real estate
to be mortgaged. This affidavit will be
executed by the borrower at closing.

(2) Execution by seller. If required by
State Supplement, the closing agent
will require that an affidavit regarding
work of improvement, provided by the
agency, be completed and executed (in-
cluding acknowledgment) by the seller
when the agency is making a loan to a
borrower to enable the borrower to ac-
quire the property (including trans-
fers). This affidavit will be executed by
the seller at closing.

(3) Legal insufficiency of affidavit form.
If the agency affidavit regarding work
of improvement is not legally suffi-
cient in a particular State, a State
form approved by OGC will be used. A
similar form that may be required by a
title insurance company may be sub-
stituted for the agency form.

(4) Recording. The affidavit will not
be recorded unless the closing agent
deems it necessary and State law per-
mits.

(5) Delay in closing. The loan will not
be closed if, at the loan closing, the
seller (in a sale transaction) or the bor-
rower (in a nonpurchase money loan
situation) indicates that construction,
repair, or remodeling has been com-
menced or completed on the property,
or related materials or services have
been delivered to or performed on the
property within the time limit speci-
fied in the affidavit, unless a State
Supplement provides otherwise. The
closing agent will notify the approval
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official, who will determine if the work
of improvement could result in a lien
prior to the agency lien. The State Of-
fice will, with the advice and concur-
rence of OGC, provide in a State Sup-
plement the period of time to be used
in completing the affidavit.

(e) [Reserved]

(f) [Reserved]

(9) Return of loan documents to ap-
proval official after loan closing. Within 1
day after loan closing, the closing
agent will return completed and exe-
cuted copies of the loan closing in-
structions, the executed original prom-
issory note, and all other documents
required for loan closing (except the
mortgage), to the approval official. If
the recorded mortgage is customarily
returned to the borrower or closing
agent after recording, then it must be
forwarded to the approval official im-
mediately.

(h) Final title opinion or title insurance
policy. As soon as possible after the
transaction has been closed.

(1) Final title opinion. The attorney
will issue a final title opinion to the
agency and the borrower on a form pro-
vided by the agency. Issuance of the
final title opinion should not be held
up pending the return of recorded in-
struments. If it is not possible for the
final title opinion to show the book
and page of recording of the agency se-
curity instrument, the words ‘“‘and is
recorded” in the final title opinion
form provided by the agency office,
may be deleted and the blank space
completed to show the filing office and
the filing instrument number, if avail-
able. Attached to the final title opinion
will be required documents then avail-
able, including any which the approval
official has furnished to the attorney
which were not previously returned.
The attorney will ensure that all re-
corded instruments are forwarded or
delivered to the proper parties after re-
cording. The certification of title will
be forwarded for a voluntary convey-
ance.

(2) Title insurance policy. The closing
agent will send or deliver the title in-
surance policy, with the United States
listed as mortgage holder, to the ap-
proval official. The policy will be sub-
ject only to standard exceptions and
those outstanding encumbrances, and
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exceptions, approved by the approval
official. If an owner’s policy of title in-
surance is requested, the closing agent
will send or deliver it to the borrower.
The closing agent will ensure that all
recorded instruments are delivered or
sent to the proper parties after record-
ing.

(3) [Reserved]

(i) Other services of the closing agent.

(1) The closing agent will assist the
approval official in preparing, complet-
ing, obtaining execution and acknowl-
edgment, and recording the required
documents when necessary. The closing
agent will keep the approval official
advised as to the progress of title clear-
ance and preparation of material for
closing the transaction.

(2) The closing agent will provide
services for deeds in lieu of foreclosure
as set forth in §1927.62 of this subpart,
and §1955.10 of subpart A of part 1955 of
this chapter.

§1927.59 Subsequent loans and trans-
fers with assumptions.

Title services and closing for subse-
quent loans to an existing borrower
will be done in accordance with pre-
vious instructions in this subpart, ex-
cept that:

(a) Loans closed using title insurance or
title opinions.

(1) Title insurance or title opinions
will be obtained unless:

(i) The cost of title services is exces-
sive in relationship to the size of the
loan,

(ii) The agency currently has a first
mortgage security interest,

(iii) The applicant has sufficient in-
come to service the additional loan,

(iv) The borrower is current on the
existing agency loan, and

(v) The best mortgage obtainable
adequately protects the agency secu-
rity interests.

(2) Title insurance or a final title
opinion will not be obtained for a sub-
sequent Section 504 loan where the pre-
vious Section 504 loan was unsecured or
secured for less than $7,500 and the out-
standing debt amount plus the new
loan is less than $7,500.

(3) Loans closed using a new lender
title insurance policy:

(i) Will cover the entire real property
which is to secure the loan, including
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the real property already owned and
any additional real property being ac-
quired by the borrower with the loan
proceeds.

(ii) Will cover the entire amount of
any subsequent loan plus the amount
of any existing loan being refinanced
(if the existing loan is not being refi-
nanced, the new lender policy will in-
sure only the amount of the subsequent
loan).

(b) Title services required in connection
with assumptions. These regulations are
contained in part 1965, subparts A, B,
and C, of this chapter as appropriate
for the loan type.

§§1927.60-1927.99 [Reserved]

§1927.100 OMB control number.

The reporting requirements con-
tained in this regulation have been ap-
proved by the Office of Management
and Budget and have been assigned
OMB control number 0575-0147. Public
reporting burden for this collection of
information is estimated to vary from
5 minutes to 1.5 hours per response,
with an average of .38 hours per re-
sponse, including time for reviewing
instructions, searching existing data
sources, gathering and maintaining the
data needed, and completing and re-
viewing the collection of information.
Send comments regarding this burden
estimate or any other aspect of this
collection of information, including
suggestions for reducing this burden,
to Department of Agriculture, Clear-
ance Officer, OIRM, Ag Box 7630, Wash-
ington, DC 20250; and to the Office of
Management and Budget, Paperwork
Reduction Project (OMB# 0575-0147),
Washington, DC 20503. You are not re-
quired to respond to the collection of
information unless it displays a cur-
rently valid OMB control number.

PART 1930—GENERAL

Subparts A-B—[Reserved]

Subpart C—Management and Supervision
of Multiple Family Housing Borrowers
and Grant Recipients

Sec.

1930.101 General.

1930.102 Definitions.

1930.103 Nondiscrimination assurance.

§1927.100

1930.104 Reasonable accommodations.

1930.105 Objective of management and su-
pervision.

1930.106-1930.107 [Reserved]

1930.108 Extent of borrower management.

1930.109 Extent of FmHA or its successor
agency under Public Law 103-354 super-
vision.

1930.110 Methods of supervision.

1930.111-1930.112 [Reserved]

1930.113 Borrower responsibilities.

1930.114-1930.116 [Reserved]

1930.117 Agency responsibilities

1930.118 [Reserved]

1930.119 Supervisory visits, compliance re-
view, and inspections.

1930.120-1930.121 [Reserved]

1930.122 Borrower accounting methods,
management reporting and audits.

1930.123 Annual review.

1930.124 [Reserved]

1930.125 Changing project designation.

1930.126-1930.127 [Reserved]

1930.128 LH grants.

1930.129 RHS loans.

1930.130-1930.133 [Reserved]

1930.134 FmHA or its successor agency
under Public Law 103-354 office records.

1930.135-1930.136 [Reserved]

1930.137 State Supplements, guides, forms
and other issuances.

1930.138 Supervisory actions for distressed
projects.

1930.139-1930.140 [Reserved]

1930.141 Materials to be provided borrower/
applicant.

1930.142 Complaints regarding discrimina-
tion in use and occupancy of MFH.

1930.143 Delegation of responsibility and au-
thority.

1930.144 Exception authority.

1930.145 Appeals.

1930.146-1930.149 [Reserved]

1930.150 OMB control number.

EXHIBITS TO SUBPART C

EXHIBIT A—STEPS FOR FARMERS HOME AD-
MINISTRATION OR ITS SUCCESSOR AGENCY
UNDER PuBLIC LAW 103-354 (FMHA OR ITS
SUCCESSOR AGENCY UNDER PUBLIC LAW 103—
354) PERSONNEL IN CONDUCTING ANNUAL
REVIEW OF MULTIPLE HOUSING OPER-
ATIONS

EXHIBIT A-1—AUDIT REPORT REVIEW GUIDE

EXHIBIT B—MULTIPLE HOUSING MANAGEMENT
HANDBOOK

EXHIBIT B-1—MANAGEMENT PLAN REQUIRE-
MENTS FOR FARMERS HOME ADMINISTRA-
TION OR ITS SUCCESSOR AGENCY UNDER
PuBLIC LAW 103-354 FINANCED MULTIPLE
FAMILY HOUSING (MFH) PROJECTS

EXHIBIT B-2—REQUIREMENTS FOR MANAGE-
MENT AGREEMENTS
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